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METHODS AND STANDARDSOF REIMBURSEMENT 
FOR INPATIENT HOSPITAL SERVICES 

-

D. PaymentAdjustmentstoDisproportionateShareHospitals 

1. 	 Eligibility Criteria 

a. 	 A hospital shall be deemeda disproportionate share hospital (DSH)as 
defined by Section 1923(b)(2) or (3) of the Federal Social Security Act if: 
(1)  the hospital’s Medicaid inpatient utilization rate is a least one standard 
deviation above the mean Medicaid inpatient utilization rate for hospital’s 
receiving Medicaid payments in the state; or (2) the hospital’s low-income 
utilization rate exceeds 25%. 

b. 	 In addition to meeting either of the above tests, there are two additional 
considerations: (1) a hospital musthave at least twoobstetricians with 
staff privilegeswho have agreed to provide services to Medicaid 
recipients. This requirement does not apply to children’s hospitals or to 
hospitals, which, as of December 22, 1987 did not offer non-emergency 
obstetricalservices to thegeneral population. In the caseof an urban 
hospital, (a hospital located in a MSA), an “obstetrician” is defined as any 
board certified obstetrician withstaff privileges whoperforms non­
emergency obstetrical services at thehospital. In thecaseofa rural 
hospital, an “obstetrician” is defined to include any physician with staff 
privileges who performs non-emergency obstetrical services at the 
hospital. (2) A hospital must have a Medicaid inpatient utilization rate of 
not less than 1 percent. 

2. 	 Basis for Eligibility Determination 

a. 	 For the period July 1, 1993 through September 30, 1994, survey 
information furnished by hospitals for their fiscal years ending during July 
1, 1991 through June 30, 1992, will be used to determine eligibility under 
D. 1 above, and provide for sharedisproportionate payments. For 
subsequent Federal fiscal years,eligibility for disproportionate share 
payments will be determined annually by the State based on the survey 
completed by the hospitals. The surveymust be received by the State each 
year by April 30. The information used to complete the survey must be 
extracted from the hospital’s financial records and fiscal year cost report 
ending in the most recently completed calendaryear. 
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EXAMPLE: 

Costreportingperiodsending: . 1I1I94 through 12131/94 

Hospital surveys 4130195
due: 

DSHpayment year: -9130196 

b. 	 For purposes of determining the mean Medicaid inpatient utilization rate, 
inpatient hospital days will be obtained from the most recently completed 
cost reports for those in-state providers not submitting surveys. Inpatient 
hospital daysinclude newborn days,days in specialized wards, and 
administrativelynecessarydays.Theyalsoincludedays attributable to 
individualseligible for Medicaid in anotherstate.Theydo not include 
days attributable to Medicaid patients between 21 and 65 years of age in 
Institutions for Mental Disease (IMDs) or days which are attributable to 
services rendered in a separately licensed /certified entity. 

c. 	 Hospitalsfoundtobe ineligible for disproportionatesharestatus upon 
audit shall be required to reimburse the agency for any disproportionate 
share payment adjustmentspaid for the period of ineligibility. 

3. 	 PaymentAdjustment 

a. 	 Beginningthe fourth quarter of Federal fiscal year 1993 and thereafter, 
DSH payment adjustments will be made on a quarterly basis. Beginning 
Federal fiscal year 1994 and thereafter, the total amount of DSH payments 
to eligiblehospitals will equal the annual HCFA disproportionateshare 
hospital amount allocated to the State. 

b. 	 Beginningwiththequarterly DSH paymentsmade in September 1994, 
DSH payments to individual hospitals(except for those hospitals 
qualifying for payments in the transition period as described below) will 
be equal to no more than one hundred (100%) percent of the hospital's 
uncompensated costs as defined below in 3.c., subject to the adjustment 
provision of 3.f. below. 

A transition period for services from July 1, 1994 through June 30, 1995 is 
provided for high disproportionate share public hospitals as defined below. 
A public hospitalmay receive disproportionatesharepayments equalto 
two hundred (200%)ofthehospital'suncompensatedcostsas defined 
below in 3.c., subjecttothe adjustment provisionof 3. f. below. The 
Governor must certify to the Secretary of the Department of Health and 
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HumanServices that the hospital’s DSHpayments in excess of one 
hundred (100%) percent of the uncompensated costs are used for health 
services. 

c. Definitions: 

Public Hospital - A public hospital is one that is owned or operated by a 
State (or by an instrumentality or a unit of government within a state) as 
further defined in 1923(g) of the Act. 

High Disproportionate ShareHospital - Public hospital that meets one of 
thefollowing two categories: a) The hospital must have Medicaid 
utilization a t  least one -standard deviationabovethemeanMedicaid 
utilization ratein the state;or b) the hospital must have the greatest 
number of Medicaid inpatient days of any hospital in the state, in the 
previous year. 

Uncompensated Costs (Basic Limit) -Uncompensated cost is the cost of 
furnishing inpatient and outpatient hospital services to Medicaid patients, 
net of Medicaid payments (excluding disproportionate share payments); 
costs associated with patients who have no health insurance or source of 
third partypayment for servicesprovidedduringthe year, less the 
amount of paymentspaid by them. 

I (4.1Teaching Hospital - A licensed acute care hospital that has a medical 
school affiliation or belongs to the Councilon Teaching Hospitals. Ad majorteaching hospital has 150 or more full-time equivalent (FTE) 
residents enrolled in approved teaching programs. 

public/privateMajor Teaching Hospital - Amajor teaching hospital 
owned by the state that has entered into a joint operating agreement with 
a private hospital system. 

s will be assigned to one of the following three pools for 

1. public/private Major Teaching Hospital 
2. Other State Hospitals 
3. Private Hospitals and out-of-state hospitals 

,. r­- .-
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e. 	 Disproportionate sharepaymentamounts for each respective pool shall be 
determined according to the following methodology: 

Step 1. The Medicaid revenue and imputed revenue for charity are totaled for 
each hospital qualifying for DSH adjustments. 

Where applicable, revenue for charity will be imputed according to the 
following: 

1.1. The average Medicaid per diem will be calculated by dividing the 
total inpatient revenue by Medicaid days. 

1.2. The average Medicaid per diem will be multiplied by the reported 
charity days to arrive at “imputed” revenue for charity. 

Step 2. A weight is assigned to each qualifying hospital by dividing each 
hospital’s revenue total(Medicaid and charity)bytherevenue total of the 
public/private major teaching hospital, whichhas the assignedweight of 1.O. 
Step 3. A weighted value is then determined for each hospital by multiplying 
the hospital’s assigned weightbythe hospital’s total Medicaidand charity 
revenue. 
Step 4. The weighted values of all hospital’s qualifying for DSH adjustments 
are totaled. 
Step 5. Thepercentageof the public/private majorteaching hospital’s 
weighted value is determined in relation to theweighted values of all 
qualifying DSHhospitals. 
Step 6. The weighted value of all state hospitals (except public/private major 
teaching hospital) are totaled. 
Step 7. The weighted values of all private andout-of-state hospitals 
qualifying for DSH are totaled. 
Step 8. The percentage of the total weighted values of the hospitals included 
in step 6 (state hospitals) is calculated in relation to the total weighted values 
(sum ofSteps 6 and 7) of all remaininghospitalsqualifying for DSH 
adjustment. 
Step 9. The percentage ofweighted values of the hospitals included in step 7 
is calculated in relation to the total weighted values (sum of steps 6 and 7) of 
all remaining hospitals qualifyingfor DSH. 
Step 10. The weighted percentages for the three hospital groupsare next 
applied to the capped DSH amount allowed by HCFA for the Federal fiscal 
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year. Theamount of DSH to be paid to the publidprivate major teaching 
hospital is determined by multiplying the state DSH allotment by the weighted 
percentage of the public/private majorteaching hospital. The weighted 
percentage amount is then subtracted from the state DSH allotment. Once the 
public/private major teaching hospital’s share of the state DSH allotment has 
been subtracted, the state hospitals’ weighted percentageis applied to the 
remainder. The balance of theDSH allotment is distributed to hospitals in 
pool 3. Beginning with theDSHpaymentsmade in FFY96, the weighted 
percentage amount to be paid to the public/private major teaching hospital 
will not exceed 82.82%; the amount paid to the other state hospitals (pool 2) 
will not be less than 75.3%. Distribution of funds within each group will be 
made according to the relationship of each hospital’s weighted value to the 
total weighted value of the group. 

. .  

f. 	 Disproportionate share payments shall not exceed the Federal disproportionate 
share State or other specific limits required by law. The OHCA shall make 
necessary downward adjustment to hospitals’ DSH payments to remain within 
applicable limits. In the event it is necessary to reduce the amount of DSH 
payments to remain within the Federal DSH limit(s), theOHCA shall 
calculatea pro rata increase to all other qualifying hospitals in accordance 
with D.3.e. 
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